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INTRODUCTION 


During consideration in the Senate last July of the Mutual Security 
Appropriation Act for the fiscal year 1954, there was considerable 
apprehension among some members with respect to the offshore pro- 
curement program. 

This was especially true as it related to the placing of contracts for 
the assembly and manufacture, in Europe, of some of America’s latest 
type jet aircraft. 

Many members of the Senate were also concerned with the French 
Indochina situation, the question of the ratification of the European 
Defense Community, communism in certain free countries, the num- 
ber of Communists allegedly employed in some of the plants engaged 
in the manufacture of military items, and the huge overall military 
construction program now scheduled for Europe. 

The subcommittee felt it important to look into these matters; and 
also, in this air atomic age, to survey the defenses of Europe, especially 
in their relationships to the overall defenses of the free world. 

In view of the interest in these matters, a bipartisan subcommittee 
of 2 members visited 5 European countries 

The subcommittee consisted of Senator Styles Bridges, chairman 
of the Senate Committee on Appropriations and chairman of the 
Senate Armed Services Subcommittee on Aircraft Procurement; and 
Senator Stuart Symington, member of the Senate Armed Services 
Committee, and its Subcommittee on Aircraft Procurement. The 
subcommittee departed from New York on Sunday, February 21, 
1954. It visited France, Germany, Italy, United Kingdom, and 
Spain. The return to the United States was made on March 6, 1954. 

The subcommittee was accompanied by Mr. Jarlath M. Slattery, 
director, professional staff, Appropriations Committee, and Mr 
Thomas J. Scott, Assistant Chief Clerk of the Appropriations Com- 
mittee; and Mr. James Anton, special counsel, preparedness staff, 
Armed Services Committee. Mr. Stanley Sommer, of the Defense 
Controller's Office, USRO, and now a member of the staff of the 
Appropriations Committee and Mr. Ray Ryan, production technical 
consultant, met the committee in Europe and accompanied it on its 
inspection trip. 

In addition to visits with most of the heads of state of the various 
countries in question, the subcommittee conferred with representatives 
of the Department of State, the Foreign Operations Administration, 
and the Department of Defense. 

The subcommittee also visited many of those aircraft plants in 
Western Europe which manufacture planes and parts and are financed 
from American funds, and conferred with representatives of govern- 
ment and industry in these countries. 








During the subeommittee’s visit to Spain, an inspection was made 
of several of the planned Air Foree bases in that country 
| pon return to thre | nited States thie subcommittec issued the 
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Che Senators left New York Sundav evening. Fehr 
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the United State fro. Paris Friday evening March 5 
Subjects investigated cluded the infiltration of communism into plants 
i ifacturing goods for offshore procurement along with the security steps taken 
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Since World War Il the United States Co ess has provided in 

excess of $60 billion for aid to the foreign nations of the world Of 


‘ ; ] e - ) | ] ] 
this amount, a total of $45,458,000,000 in aid bas been delivered, and 


the balance of some $15 billion is programed 


hese amounts do not include adaitlonal ara ven foreign nations 
in the form of artificial price supports on such commodities imported 
into the United States as copper, rubber, tin, ete 

Of the total foreign aid through June { ) ” 197,000,000 has 


been delivered to Western Kure pe, mn ludine (rreece an | . irk 


This $33.097.000.000 imeludes $6.430.000.000 in military assistance 


to Western Kurope, Crree and SV6.6¢ QO0.000° in 
economic assistance for these 

Since the end of World War LQ CCONOMIE ASSISTANCE 
given to france, Italy, and mmmonwealth amounts to 
$15,645,000, 000 Of this s Commonwealth reeeived 
$7.610.000.000: the Rep iblie ived $5.303.000.000: and 
the Re public of Italy received cs OOUO 

Because of then classified tailed f{ ires for military 





assistance provided each country are not contamed 1m this report. 

The information, however, is available in the committe: 
The progress made in the industrial recovery of these co 

since the inception of the European recovery program has been 


tremendous, as is apparent from the industrial production indices, 
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Industrial produc tion indices 


1948 = 100 
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The progress made in European defense preparation has also been 
heartening This has been brought about through the coordinated 
efforts of the United States and other NATO nations However, the 
per capita defense expenditure of the Muropean countries does not 
approach the heavy burden being borne by every man, woman, and 
child in the United States. The following table illustrates this 


condition 
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OFFSHORE PROCUREMENT PROGRAM 


During the winter of 1951-52, the United States inaugurated a 
program of offshore procurement 

This term deseribes all purchases by Un ted states military and 
civilian services in areas outside this country [t includes mutual 
defense procurement, funded from appropriations to the President 
for the mutual Security program, and also defense procurement, the 
latte r funded from appropriations to the Defens« Departme it 

The report is concerned primarily with that 
procurement funded from appropriations to the President for the 


{fo} 
phase Ol Orrsnore 


foreign military assistance programs 


Basic authority for the offshore procurement program is contained 
in section 401 of the Mutual Defense Assistance Act of 1949, as 
amended, and section 506 (a) (2) of the Mutual Security Act of 1951 
as amended, 
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abroad tovethel t| yt tthe | 1) I I to 
Lhe ‘ ho Zalion a S OU! hael Lhnall | hye oO es 
SOU hy inh ie Ol hore procul | Il nl ; 7) 

| Toe ibli 1 and Lint } { VY produ mnt Mu ir 
muitary equipment, p [ ilarh r such it sas a ! ) 
craft, and spare part 

) To Cll ble ( i Ss Ol t] No t] \t i] (> hil rT) 
to sus in) iti i\ j Uh OW! l ] U! ) »} 1) ( 
( ( ) ( ( ( 
ments 

atv VU ) 

Sreps Rec D FOR | ( OF O | ( 

F 
sii 

I i ry 
e n i | ( ( 
thi pon sul ) \\ ! 

Chrits 

pas 1) ( Offshore P P 
l ( 1) with t! [ | ad States rec 1 ( ( P nh 
( I et | l ype | l ed ‘I 5 \ \ ) N 1? { 
Olt London; United State r to B SIDS 
rey sentatrv¢ nd North At c 4 ll I ie - 
ops tentative ollsho! procure nt pro lh ( he 
mitted ior approval to the se rv oO 1 

3. The military departments submit tentat nd-item programs 
Programs agreed upon between the military departments are sub- 
mitted for approval to the Office of the Secretary of Defense 


1. In addition, the Office of the Seer tary ol] Defense receives final 
approval of end-item and offshor procurement programs trom the 
Foreign Operations Administration and the Department of State 
The Office of Secretary of Defense thereupon di 
departments to implement the program 


4$7212—54— 2 
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». All three military departments then issue procurement directives 
to the various Kuropean commands 

6. The procurement service in Europe, under the monitorship of 
the Director of Offshore Procurement, thereupon executes contracts 


Cost or OrrsHore PRocuREMENT PROGRAM 


The value of all contracts placed from the inception of the offshore 


procurement program through November 30, 1953, aggregates 
$2.219,760,000. With the ex eption of S68 million, all of this money 
has been placed in countries whi h are members of the North Atlantic 
Treaty Organization 

Kor the « Irrent seal vear, the Congress has apy ropriated $4,731 


7.000 for the oreregn-assistance programs 


In support of its request for foreign-aid funds for the fiscal vear 1954, 


thi ( tive avencles volved advised the committees of ( One) > 
that it was their intention to utilize from $1 to $1 billion in the 1954 


fiscal vear offshore procurement progran 
The beommittee was ntorn ed howe Vel that not a sinele ofl 


hore procurement contract had been laced against the funds appro 


\Miost of the contract placed in Kurope under thi program al 
rhe tinted contract \lan of them are rovernment-to-government 
contracts: 1. e., contracts between the United States Government and 

Kuropean government 

these government-to-government contrac there ] 10. direc 
contractual relationship between the United States Government and 
the principal manufacturer of such items as aircraft, ammunition, ete 

\ me! orandum of understat line has been entered into or is in the 
proc OL negotiatio between the United States Government and 
each of the vrovernment 1 question All « Vernment-to-covernment 
contract vill be subjeet to the terms of these memorandums: two 
Of the most important r late to Inspection and prout 

I*} profit clause would appear to provide that any excess of receipts 
over Costs hall be refunded to tl e United States Ir the computation 
of excess receipt however. the contracts between the two governments 
will be considered collectively, not individually It is possible 


therefore, for a foreign government to realize a profit from an in 
dividual contract, which profit need not be refunded because of losses 
on other contracts 

The Inspection Provision provide s that any Insper tion shall be ear- 
ried out by representatives of the foreign governments in question 
when it is requested by the United States. The United States can 
accept end items upon certification hy the foreign vovernment that 
the products so Inspec ted meet all specifications Our Government. 
however, has the right to verify such inspections 

Contracts for such end items as ammunition, ete., may be awarded 
at a price of up to 110 percent of the United States prices, or by 
special authorization from the Department of Defense as high as 117 
per ent These cellimgs have been waived In some instances. 
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Of the total $2 billion in offshore procurement contracts placed as 
of November 30, 1953 approximate ly ral percent represents pure hie eS 
of ammunition, aircraft, and ships 

Aircraft purchases amount to $442,265,000. The latter figure 
approximates 20 percent of the dollar value of all offshore contracts 


AIRCRAFT PROCUREMENT 


Under the offshore procurement program contracts mVve een 
| | 


awarded for the purchase of 959 fighter aircraft 


Two contracts, entered into with the United Kingdom, provide tor 
the purchase of 465 Hawker Hunter interceptor day fighters, and 107 
Sea Hawk Navy planes 

The Hawker Hunter contract totals $140,074,200 In addition to 


the purchase of the compl ted aircraft, the contract calls for spares 


test equipment, an | trainin y aids 
Each completed aircraft is to be delivered at a price of $207 OU | 
delivery to commence in March 1955. This type of plane is now 


being manufactured and delivered to the Royal Air Force 


A contract for 107 Sea Hawks was executed a vear ago in the 
amount of S12,S10,040 The unit price for these 107 Sea Hawks is 
$119,720. Delivery under this contract commenced in June 1953 


BENELUX NATIONS 


In April 1953, a contract was entered into with Belgium for the 
pur has of 64 Hawker Huntet planes, inel iding spares The con- 
tract totaled $24 million. The unit flyawayv price is $234,206 
Delivery on this contract is to commence in March 1955. 

Another contract for $18 million was entered into with the Nether- 
lands in April 1953 for 48 Hawker Hunters. The unit price of thesé 
aircraft as flvaways is also $234,206. Delivery is also scheduled to 
commence in March 1955 

The committee noted that the price of these planes being manu- 
factured in Belgium and the Netherlands is $27,236 more than the 
United States pays the United Kingdom for the same aircraft. 

If at any time, however, Hawker Hunters are bought by the Benelux 
nations for their own use at a price which is lower than the prices we 
have contracted to pay, the offshore procurement price will come 
down. 

Some Air Force officials in Europe stated that, primarily for stra 
tecic reasons, they were not too pleased with the placing of these 
fighter contracts in the Low Countries. 


FRANC! 


A contract has also been executed with the French Government for 
the manufacture of 225 Mystere IV aircraft. The total of this con- 
tract is $86,540,000. The unit price of each aircraft is $280,000. 
Delivery on this order is to commence in June of this year. 
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ITALY 


A letter contract has been executed between the United States 
Government and Italy for the assembly of 50 F-S6K fighters. This 
contract Was exe uted in May 1953 The contract is for $22,500,000 
and includes in addition to the assembly of the 50 aircraft, funds for 


special tools, ground handling equipment, training devices, and 
detailed production toolu r 
As of this date, the contract has not been d finitized;: and, In any 
( ( I} in S( )| price 1s not known 
Che p contractor to the Italian Government is the Fiat Co. of 
| Phe ] ement of F-S6K ft in Italy was 
) I] | Lnited State Air Fore ! Ay il 195 
1h ( pro i ti Office ¢ Military Assistance, in the Offices 
nt Seer of Defer d the Munitions Allocation 
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Pri ( he letter contract in May 1953, a technical 
( en entered into between North American, 
| t, and the Ital: CGrovernment This agreement provides that the 
Italian Government shall pay to North American, in United States 
dollars, an a regate amount of $750,000. 
This contract includes a royalty payment from Fiat to North Ameri- 
ean of $5,000 per plane; but the latter figure is not too pertinent, be- 


cause the United States Government will pay the cost incident to this 


neconome L operation 
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Directed PRocUREMENT CONTRACTS 


The subcommittee also looked into 2 contracts, 1 between the 
United States Air Force and Republic Aviation, International, and 1 
between the United States Air Force and Curtiss Wright, Kuropa. 

Republic Aviation, International, is a corporation organized under 
the laws of the Republic of Switzerland and is a wholly-owned sub- 
sidiary of Republic Aviation Corp. 

In June 1953, the Air Force executed a contract with Republic 
Aviation, International, for the purchase of spare parts for aupproxi- 
mately 669 F-84F airplanes. This contract is in an amount, not to 
exceed $50,189,757. 

The contract, a cost-plus-a-fixed-fee contract, allows a profit of 8% 
percent, and has an incentive provision which makes possible a profit 
increase to 10 percent. 

Though Republic Aviation, International, is a Swiss corporation, 
most, if not all, of the work will be performed in French plants. 

The contract with Curtiss Wright, Europa, was executed in June 
1953. It is in an amount not to exceed $27 million, 

The contract provides for the delivery of sufficient spare parts for 
340 overhauls, 944 maintenance periods; also rotating stock for J—65 
engines. 

Curtiss Wright, Europa is a corporation organized under the laws 
of the Netherlands. It is a wholly owned subsidiary of the Curtiss 
Wricht Corp. 

The work under this contract will be performed in plants through- 
out Western Europe. The profit allowed is 8% percent. In addition, 
the parent corporation, Curtiss Wright, is to be paid $451,181 for 
general and administrative expenses, irrespective of the value of the 
services rendered. 

Air Force officials advised that these contracts with Republic 
Aviation, International and Curtiss Wright, Europa were executed 
only after prolonged discussions over the amount of allowable profit. 


PRODUCTION CAPABILITIES OF AIRCRAFT PLANTS IN Europ? 

The subcommittee inspected 2 of the manufacturing facilities of 
Avions Dassault in Paris and 1 of its plants at Bordeaux; also the 
Fiat Co. at Turin, Italy; also 2 Hawker Aircraft Co. plants outside 
London in Kingston on Thames, and 1 in Dunsfold, England. 


FRANC] 


The Dassault 


company is manufacturing the 225 Mystere IV air- 
planes for the offshore procurement program. The aircraft was de- 
signed by M. Dassault. 

Examination of the company’s facilities in Paris and Bordeaux 
indicated that the production potential of this company could reach 
200 aircraft a month. ‘| he present t oung howevel S aeq { to 
support a schedule of only 50 to 75 planes a month, with not more 
than 30 percent of the compon parts subcontracted 

Although the tooling is in ood repair and well maintained. the 
Mystere LV is not de ioned for hi h production It is estimated that 
a maximum of 40 aircraft per month could be produced 
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The workmanship in these plants is far above average and would 
eompare favorably with the best in the United States 

It is expected that the first Mystere 1V—the latest in the Mystere 
line—will come off the assembly line by the scheduled date of next 
June. The company should have little difficulty meeting delivery 
dates 

It would appear that the management, engineering, and factory 
personnel of Avions Dassault are well-qualified to handle the order 
In questLon, 

ITALY 


The Fiat Co. in Turin employs some 70,000 people, and therefore 
it is obvious the assembly of but 50 fighter planes will utilize only a 


small number of these emplovees. In fact, it 1s contemplated that 
only around 1,200 workers will be emploved in the assembly of these 


50 planes. 

Fiat has been producing aircraft for the past 25 vears. In that 
time they say they have manufactured over 2,000 planes. Neverthe- 
less, neither they, nor any other Italian aircraft company, are building 
a combat aircraft of Italian design. 

This large Italian company has enough machine tools to support t 
production of parts for several thousand planes per month 

The first I* SOK is sched iled to be delivered in June of 1955. Fiat 
and North American assert they will meet this schedule. 

Fiat are well-known manufacturers of many products, including 
automobiles, trucks, buses, farm machinery, refrigerators, and radios. 


he 


UNITED KINGDOM 


The Hawker Hunter is designed for a high rate of production, 
Hawker Aireraft Co., Ltd., together with its associated companies, 
could produce 300 Hawker Hunters a month, with a minimum of 
subcontracting 

It was noted that many of the tools in this company’s plants were 
modern and all well-maintained. Major jigs and subassembly jigs 
were so designed that, in the event of bombing attacks, the tools 
could be re adil moved to another area 

Although exterior surfaces show a high degree of care in assembly 
and finish, subassembly and production details do not measure up to 
workmanship standards established by United States Air Force in- 
spection in (American aircraft plants 

Hawker Aircraft: personnel are highly qualified to manufacture 
aircraft. They compare favorably with American producers. 

Nevertheless, it is doubtful if the schedule of deliveries to the 
United States for the North Atlantic Treaty Organization will be 
met. It would appear there will be considerable delay in the planned 


delivery of the first 25 aircraft. 


COoNSTRUCTION— INFRASTRUCTURE 


The term “infrastructure” means military facilities for common use 
needed to permit effective combat operations of integrated forces. 

It should be distinguished from our own base program. The latter 
will be discussed later. 
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Infrastructure includes tactical airfields, signal communications, 


jet-fuel storage and pipelines, naval bases, and 


a radar program It is 
paid for as the result of an international cost-sharing agreement among 
the North Atlantic Treaty Organization nations in which the United 


States participates 





Requirements for infrastructure are programed a lled 
slices. Each slice is a year’s program. ‘The fund the 
program through fiseal vear 1954 total $1.6 billion The cost of this 
program is shared ona prorata basis. The United States contribution 
in terms of dollars is $600 million, or 38 percent 

This program provides for over 100 airfields the North Atlantic 
Treaty Organization pl s additional fields in Germany 

In addition to the airfields, th is plannes supply and storage 
system for jell el] ri it dine tanks at airfields, and pipe lines, to permit 


the flow of jet fuel to the fields 
Also there are clements of a radar screen pius certain radio naviga 


! ] 
tional a1ds 


\1 Ol naval facilities are provided in the \lediterraneat rea and 
elsewhere 
Of the airfields programed, more than two-thirds are ina sufficiently 
advanced stage of construction so they ce ld be sedin an emergency 
Legislative authority for the original United States participation 
eo \T 1 


infrastructure was granted by section 521 of the Mutual Security Act 
of 195] 

The fiseal vear 1955 program has been submitted to Ce ngress and 
calls for continued authorization to conclude the United States con 
tribution through fiscal vear 1956 in an amo t not to exceed S7SO 
million, of which $123 million will be required in fiscal year 1955 

When this program comes before the S 
ful examination, beea se the re has be hn some indication seve ral North 


\tlantic Treaty Organization countries will be unwilling to contribute 


} 


enate, it shor ld recelve care 


next Veal 
Tables refleeting 


‘ t 


Inirastructure financing, as well as a summary of 


infrastructure contributions and percentages by country, follow 
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NATO infrastructure summary of infrastructure contributions and percentages by 


country, by slice, based on Se pt 30, 1958, cost estimates Continued 
e LVt Slice \V Slices VI-VII Grand total 
( 
A \ I A A I 
I ¢ 8 8 g 
( | } 1 y ) 8 
I 13 j 
} 1 { 61 | t 
( 4 } 
I 29 
I ) 
h i 8 1 8 1 
t t } é 
l s } 
1 ] s 1.4 ] 
1 
{9.8 19 12.9 


Unitep States Miuirary Construction PROGRAM IN WESTERN 
I UROPE 


The United States construction program is designe d to prov ide bas 
operational facilities adequate to develop full use of the airfields’ 
combat potential, and, in addition, military logistical support 
Standards of the Supreme Headquarters Allied Powers Europe do not 
provide all the minimum facilities to make a compl Ui ly operational 
base 

This plan also represents a maximum of facilities that the member 
nations could agree to fund multilaterally. 

Under SHAPE standards, strictly operational facilities are proy ided: 
airfield pavements, maintenance facilities, fuel storage, operational 
buildings, and utilities 

The using nations are required to supplement these limited facilities 
at their own expense, to the standard they require. The United 
States Air Force adds troop housing, medical facilities, messes, Wei- 


fare, and morale facilities, along with additional utilities. 
FRANCE 


The program of United States military construction in France 
includes additions to North Atlantic Treaty Ot 
built with infrastructure funds, in order that the 


ranization airfields 


ey be brought up to 


United States standards It also includes lines of communications 
for logistical support of both the (rm) and the Air Force 

The total ultimate cost of this program in France is estimated at 
about $565 million Of this amount approximately $415 million has 
beer Droy cle i 

Con ( het yf nication ray 
nin 1? ( 30 li r 
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M 

Construction for the tn ad State forees ino Grermany 
accomplished entirel th deutschen finanein 1) 
equivalent to abo SS m hay PE] vilal 

Housing and ot! Paci | ito pport Uy Ss 
in Germany have een provided at no direc Os to th nit 
States In fact. the itVailabilitv of famul quart Ss has enab 
United States Government to realize an actual savin n qua 
lowances for military ] sonnel stationed in Germany 

NITED KINGDOM 

In 1951 construction was started on a group of bases to bi tilized 
by the United States Au Foree in the United Kingdom cost to be 
shared by the United Kingdom To date $160 million has been 
authorized as the United States contribution. S110 million of th 


having been appropriated agaist the authorization 
SPANISH AIRBASES 


Under bilateral agreements between the Governments of Spain and 
the United States, concluded in Septembe! 1953, the United States is 
authorized to develop, build, and use jointly with Spanish forces 
certain airfields and naval facilities in Spain 

In return Spain is eligible for United States economic, technical, and 
military assistance under the mutual security programs. It is 
expected these airbases will cost a little less than comparable Statesiae 
bases. 

For the fiscal veal 1954, planned assistance to Spain totals $226 
million. This amount provides for economic and military assistance 

As the economic assistance fund generates local curreney (termed 
“peseta counterpart’’), a portion of this counterpart fund will be made 
available to the United States Government to help defray the cor 


struction costs of these military bases 


AIR FORC] D NAVY CONSTRUCTION PROGRAM 


The overall cost of the Spanish construction program ts estimated 
at $261 million. Of this sum, $200 million is for the Air Force pro 
gvram, $61 million for the Navy program 

The Spanish program hy is been divided Into two phases The first 
phase, beginning in 1954 and continuing through 1956, provides for 
the construction of four air bases, a Navy port and air station pipe- 
lines and terminals, aircraft control and warning network, communt- 
cations network, and strategic facilities 

The second phase will be initiated in 1955 and continue through 
1957. This phase will provide for the continued construction of the 
airbases, along with additional pipelines and terminals. First-phas« 
construction fund requirements for the Air Force are estimated at 
$40 million, for the Navy, $19 million 
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DCOT Sand appr : . iti ( np whee 
Ocatip tint) ind other military facilities Spain 
"| [ hited States will not be charged any hta for land which Is 
: ) hese fas { i nae! 1) ms he agreement can 
pv them for 10 vears 
ihe pase Onstruction program ib north \ i ippro\ Land 
' » tl \ eement tor Span 3] ) [his 1s lso tru 
Ppa onst on in other European eco ries 
SLT the Spanish base pro im Is Now ndet \ he question of 
| | a is should be re 
COMM \ : WeEsTI 0 
The two bastions of Communist strength Western Europe at 
found in France and Italy In other parts of f1 Kurope, Communist 
rth is less of a problem 
In Holland the Communists are relatively unimportant as a political 
p They have approximately 33,000 members. The Govern 
vereises strict control over party membet ind sympathizers 
ki tas them unde lose Observation 
Phe party polled but 6 percent of the popula ote in the last ele 


lt strength came mainly trom thr Lmsterdam area, where it 


wreent of the vote 


“X Communist Party members were elected to the legislature 


In Belo im there are some 50,000 members in the Communist 
Parts Twelve percent of thes pay dues The party received 3 
percent of the popular vot ind elected seven members to the Lower 


Chamber of the Parliame 
il West Crermany he Communist Parts lected no members to 
t} National Leeislatus It received about 2 pereent of the populat 


vote cast, and claims to have 126,000 members 

In th United Kingdom there are upprox mately 35.000 members 
of the Communist Party The party polled less than | percent of 
thie popula votes in the last election It holds no seats in Parliament 

The Communist Party and all other front organizations are illegal 
in Turkey, in Spain, and in Portugal In all other North Atlantic 
Treaty Organization countries, it is estimated the Communists have 
rowune OO OOO te 1) 

I] 
Italy is a dilemma and a paradox 
In Italy there are eight political parties They range from the 


Communists on the extreme left to the Neo-Fascists on the extreme 
right 

The Christian Democrats polled about 5 percent more popular 
vote than the Communists in the election of June 1953; and there 
fore, as the strongest party, formed the present government 

This formation of a government was accomplished when Mario 
Scelba beeame Prime Minister through a coalition of Christian 
Democrats and three small splinter parties of the center—-the Social 
Democrats, the Republicans and the Liberals 

This coalition is extremely shaky It has a bare working majority 
of 51 pereent See appendix A and appendix B 

Phe democratic center could solidify its position by taking the 
\MIonarehists into the government, but the ¢ h stian Democrats fee] 


that a party dedicated to the restoration of he monareh 


lomieally be brought into tl 


The Monarehists comprise the poorest Class of people in [taly 
the symbol of the monarchy is lost to them, there is danger they 
turn to communism 

The situation would appear to be touch ane vith the Kret 
inspired fuse burning brightly and steadily 

It is now obvious the Soviets are makin in al tut plav for It 
one of the most fertile and fruitful fields available for then conquest 

sovViel coals are either to have Italy peacel ily vote itself behin 
the Iron Curtain, or keep the country in such turmoil that it wou 


fall prey to subversion ana sabotage a the event of any conthiet 


Loss of Italy would be a serious matter to the free world, for It 

thr v to the \led terrahnean 

From a production standpoint the CcOUnLPYV Is Leech av central 
in the North. and. therefore. a relatively small group of determin 
men could immobilize it 

Che seriousness of the situation Ss pomted up by the tact that sine 
1948 the Communists have gained in strength, while the democrat 
center has lost heavily 

In the 1953 elections, except for one province, every province 
Italy showed an increase in the Communist popular vote over 1948 
In one provines the decrease amounted to less than one-tenth o 
percent 

The stakes ure very hiel The Crovernment ma ose a Vole ¢ 
confidence, in which case elections would be ealled this year 


that event, provided the Communist Party was able to cut into th 
Christian Democrat strength bv some 3 percent, the Commun 
Party would become the strongest party in Italy and thereupot 
would be very difficult to exclude them from the Government 

High American officials in Italv gave various illustrations of ho 
leading industrialists play ball with the Communist union 

This is done not only to expedit prod ition, meet schedules, ar 
avoid strikes; it is also a wav for the man who puts his pocketboo 
ahead of his patriotism to play safe 

When one industrialist was asked why he was a Communist, | 
answered realistically that under present conditions his company was 
doing very well, and in the event the Communists took over at leas 
he would not ¢o to jail or lose his head 


The office) and noncommissioned officer COrps OF the Italian militar 
forces are relatively free of Communists; but the number of Cor 
munists in the ranks approximates 25 percent 

In Italy the Communist Party has 2,100,000 card-carrying members 
In addition, the Communist Youth Federation has 437,000 act 
members 

Many believe the Nenni Social t Part sin realitv a part ol t 
Communist conspiracy Including these pro-Communists, the fig 
totals 3,287,000 

The battle lines would appear to have been drawn, especially sini 
the Italian Government has allie 
world 

Many industrialists now realize the time has come when they n 
take a stand, or the plants they own may one day belo 


( 
] i 
| 
t 


itself with the nations of the | 


ww tO 


Communists. Accordingly, they have begun programs to better wor 
ne conditions and rain the standard ot livine 
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ere is some comfort in the fact that 65 percent Of the ltalian 


voters are anti-Communist But there is also grave danger in thi 
et that 35 percent of the voters are Communist 
ANC I 
hye No problem in) France Is thre Indochina Vil This Well 


is dragged on Tol the last S vears 
? 


The continuation of the unpopulat contlict is one of the best offen- 


sive propaganda weapons the Communist Party has at its disposal 
Phe Communists are using everv known propaganda weapon to feed 


the fever of dissatisfaction over this unique and complicated struggle 
The most numerous partv in France is the Communist Parts 
One Frenchman out of four votes Communist In the 1951 election 


slightly more than 5 million votes were cast for the Communist Party 
This represented a LO percent loss of their 1946 voting strength 

Because of the complicated electoral regulations put into effect by 
the present government, the Communists lost 80 of their parliamentary 
seats. They had 183 deputies out of 627 in the 1946 elections 
(See appendix C and appendix D 

The Communist Party has a membership Of 450,000 as of today, 
with 50,000 to 100,000 members comprising the hard-core, militant 
group 

Most of the mayors in France are Socialists 

The Socialist Party is powerful and important because its members 
ontrol the Ministry of the Interior and the Department of Education 
Nhe Socialists oppose the Stalinists, but profess sympathy for Marxism 

Thirty mavors in France are Communists. This would pose a 

rious problem in the event of armed invasion 

Communist influence may have been lessened since 1947 by internal 
strife, successive Government programs of anti-Communist action, and 

crowing sense of security arising from the military buildup of 
Western Europe 

Reliable sources reported that even though the Communist Party 
f France has been more or less pushed aside in the French Parliament, 

form of fraternization exists between Stalinists and non-Stalinists 
vhich is dangerous. For example, it was reported there are Com- 
munists in their Atomic Energy Department with access to classified 
material. In this connection, these sources also made the following 
omments 

The party lost, in a rather artificial Way, a good part of its seats and it m 
nger takes part in the administrations that have succeeded that of the Ramadier 
ministry in 1947. However, it does exist as a party representing a part of the 
French people, and although it is a foreign party and a foreign instrument, it is 
a part of the nation, or of the regime, if vou prefer. Its members have lost their 
osts as officers of the parliamentary committees, but they take part in the 
vork of those committees, at least in their general assemblies. By virtue of 
that, they are able to see that the party profits from all the information—do- 
mestic, foreign, economic, sometimes military—which is put at the disposal of 
the commissions by the cabinet ministers and the higher administrative offices 

The Communist Party has at its disposal a large number of publi- 
cations, radio outlets, and other media for disseminating propaganda 
This network of information facilities covers the entire country. 

These media include a dozen publishing houses, more than 100 
newspapers, magazines and periodicals, bulletins, poster distribution, 
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radio and word-of-mouth campaigns carried out primarily by the 
hard core, the militant group. 

It is estimated the Communists spend at least $6 million annually 
for propaganda. 

The following examples indicate the widespread circulation of this 
Communist propaganda: The 12 major newspapers have a circula- 
tion of almost 2 million; 200,000 copies of posters are printed monthly 
for national distribution; and some 20 radio broadcasts are beamed 
daily into France from Moscow, Peking, Warsaw, Prague, and 
Bucharest. 

In spite of Communist efforts to rally support for their press organs, 
it is heartening to note their circulation figures continue to drop; and 
as a result, some publications have been eliminated. 

In November of last vear the prestige of the party began to revive, 
as a result of an adverse Assembly vote. On this vote the request to 
waive the parliamentary immunity of certain Communist deputies on 
trial for treason was rejected. 

The Communist Party is currently meeting with some success in its 
bid for national unity against the European Defense Community pro- 
eram and the Indochina war. Certain representatives of the non- 
Communist left, the center, and also rightist parties have joined most 
of the Communist line on these two issues 

Moscow is now allowing greater flexibility to its French leaders in 
the promotion of the Kremlin’s long-term objectives 

The subversive potentialities of the Communist Party can only be 
viewed with grave apprehension. They have a hard core of militants 
who can be counted on in any emergency. 

One official deseribed this eroup, consisting of tens of thousands, as 
“bomb throwers.” 

Continued exploitation of economic and social difficulties aggra- 
vated by the impact of the rearmament program on the French stand- 
ard of living can only result in the Communist Party becoming a strong 
virile, and unscrupulous force that must be reckoned with as one con- 
siders the vital implications of France to the European Defense Com- 
munity, the North Atlantic Treaty Organization, and the overall de- 
fense of Europe as part of the free world. 


LABor Unions In WeEsTERN Europ! 


The subversive potentialities of Communist-dominated unions in 
Europe is a threat which cannot be overlcoked Che major threat 
exists in France and Italy, where the strongest and largest unions ar‘ 
dominated by Communists 

In the rest of Europe outside the Iron Curtain the Commun 
plav a relatively minor role in the labor movemen 


he Communists are intent upon maintaining and increasing their 


strength in the labor movements of france and | 

Italy is a key to the Mediterranean Basin France is the gateway 
to Europe through which ovr lines of communications and | 
must run. ‘Therefore, the Comuit.nis ending many n 


of dollars annually in both countries 
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FRANCI 


There are 21 million persons actively emploved in France today 
Of this number, 12 
ndaustry. 


Responsible American officials state a minimum of 2}5 million belong 


1) llion ti'e considered wage earmers engaged th 


to Unions \lemb rship claims by the UNIONS, however, total OVC! 
- } 
7 million 

There are three major unions in France The oldest is known as 


the General Confederation of Labor (CGT 
This 
World Federation of Trade Unions, an international organization 
ontrolled from Vienna by the Soviets 
The General Confederation contains most of the labor leaders of 


is union was formed in 1895. It is presently affiliated with the 


France, and is made up primarily of skilled workers in the metal and 
heavy machine industries 

The union claims a membership of more than 5 million Outsiders 
estimate it hes 144 million members 

The secona largest union is known as the General Confederation of 


Labor-Workers Force (CGT-FO This union, which is commonly 
known as the Workers Force, split from the CGT in 1948 and is com 
pri ed I ostly of rovernment and textile workers It does not follow 


the Soviet Party line, but it pr ley is considered to be Marxist in 
theory 

The union claims a membership of approximately 1 million members 
It is estimated they have one-half million The union ts not affiliated 

th the international union controlled 1p) the Soviets 

The third union is known as the French Confederation of Christian 
Workers (GETC It is the Catholic union, with a claimed member- 
ship of 900,000, an estimated memb« rship of 500,000 

There are 4 other minor unions, with total membership approxi 
mating 250,000. Membership is made up mostly of supervisory 
employees or DeGaullist sympathizers 

According to State Depar.ment officials in’ France, the Com 
munist-dominated union—admittedly the largest labor organization 
nN France has a creater influ hee among unorganized workers | a 

t} el he Christian Workers Ol Worke rs Force UnLOnNS According 
to our officials in France, mandatory social security legislation for 
workers provides far more protection than in the United States 
and, therefore, they say this sharply reduces workers’ needs for trade 
inion pro-vection 

This may be true, but unions in France are more political in nature 
than those in the United States 

Because the Communist-dominated union (CGT) receives more 
than one-half of the votes cast in any shop election in major defense 
ndustries, the potential subversive threat 1s real and dangerous. No 
wishful reason can get away from that fact. 


ITALY 


There are four major unions in Italy. The oldest and strongest is 
the Communist-dominated Italian General Confederation of Labor 
CGIL 

For a time after World War Il, CGIL was the only union in Italy. 
It is composed, for the most part, of Communists and Nenni-Social- 
ists (Marxists 
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This union claims a membership of 5 million, and it is conserva- 
tively estimated 3 million workers are members. It is affiliated with 
the International (Communist) Workers Free Trade Union. 

The second strongest union is called the Italian Confederation of 
Labor Unions (CISL). 

The latter is an anti-Communist trade union which in 1950 split 
off from the Communist-dominated CGIL. It is made up principally 
of Christian Trade Unionists, moderate Socialists, and right-wing 
Republicans. Its membership is said to be about 1,800,000. . 

The third union is called the Italian Union of Labor (UIL). It is 
strongly anti-Communist and is made up primarily of so-called 
Saragat Socialists and Republicans. This union was also formed by 
splitting off from the Communist-domisated CGIL. It has a member- 
ship of approximately 400,000 

The fourth union is called the Italian National Confederation of 
Labor Unions (CISNAL This group also broke away from the 
CGIL. It is made up primarily of Monarchists and Fascist groups. 
It has a small membership, and plays an insignificant role in the 
labor movement of Italy 

The Communist-dominated CGIL plays an important role in 
[talian politics. Its leaders are Communist Party functionaries who 
also control the activities of the union. 

A majority of the shop stewards elected by the rank and file of the 
CGIL are members of this union. ‘They are the aggressive, hard-core 
militants of the Communist Party in Italy. 

To date there have been no known acts of sabotage on defense 
orders. It is doubtful that these militant Communists would stand 
idly by in the event Italy became involved in a war for the defense of 
the free world. The threat here is real. 

The Communist union is most powerful in those industries vital to 
defense. CGIL union controls transportation, shipping, metal, ma- 
chine, and electrical industries 

In Turi, 72 percent of the workers emploved by Fiat, Italy’s 
greatest industry, are members of the Communist union. 

In Genoa, 40 percent of the shipyard workers beloag to the union. 

In the most important metal and machine industries, approximately 
60 percent of the workers are members. 

Many defense items supported by United States grants are being 
manufactured in plants less than 20 minutes’ flying time from Soviet- 
occupied territory. 


HOLLAND, BELGIUM, AND ENGLAND 


In Holland approximately 35 percent of all wage earners are umon- 
ized. There is no strong Communist union, however, and the Com- 
munists represent but around 1 percent of the total labor force 

The main strength of the Communist Party is in Amsterdam. 

In Belgium, less than 1 percent of the organized workers, or approx- 
imately 10,000, belong to a Communist-dominated union 

In England, there is one small union which might be called Commu- 
nist dominated. The Communists in England are scattered through- 
out the Trades Union Congress, and are found primarily in the metal 
and engineering fields. They constitute a relatively small threat in 
the labor movement 
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WORLD FEDERATION OF TRADE UNIONS 


The Communist-controlled World Federation of Trade Unions 
(WETU) is the international front through which the U. 5. 5S. R. 
coordinates propaganda and tacties in the field of labor throughout 
the world 

The French General Confederation of Labor (CGT) and the Italian 
Gene ral ( Confederation of Labor Unions (CGIL) are affiliated with 
this organization 

The telneien claims to have a total membership of more than 80 
million workers. It is estimated, however, that the actual figure is 
closer to 65 million, and that 75 percent of these are behind the [ron 
Curtain 

The World Federation of Trade Unions poses a threat to the stabil- 
ity of non-Communist countries. Its objectives are to obtain popular 
support for Soviet programs, propa randa, and fronts, under the ruise 
of forming labor units to gain control of non-Communist labor 

The policies are made in the Kremlin. Although it does not super- 
vise the day-to-day activities of affiliated unions, Moscow exercises 
minute control over the business of the unions. 

That condition is accomplished by the local Communist Party, 
through officials who work themselves into key spots in the unions 
In question 

Not only does this World Federation direct policy decisions, but 
also it develops tactics adapted to mass organization 

The policy line is to pretend to be‘ democratic and independent, 
but friendly to the U.S.S. R. In other words, the aim is to control 
large numbers of rank-and-file non-Communist workers by enlisting 
their support for such limited Communist objectives as ‘“‘peace’’ 
movements, 

Another objective of the organization is to collect industrial, 
economic, social, political, and military information. World conven- 
tions and conferences are filled with delegates from all over the 
world who are paid to attend. 

The delegates to these meetings are then indoctrinated with Soviet 
propaganda, and ordered to disseminate this propag randa throughout 
the labor movements of their own countries. The policy at this time 
is to oppose bitterly the European Defense Community along with 
western cooperation in Europe. 

It is ironical that in this policy they have the full support of the 
DeGaullists and other right-wing elements in France. 

‘he World Federation also acts as a channel for Soviet funds, trans- 
mitted to support labor unrest and political action in non-Communist 
countries. 

When one considers that the president of this cigantic international 
union is also the head of by far the largest union in Italy, and the 
general secretary is also one of the strongest leaders in the larges 
union in France, one realizes thi practi ‘al danger to any plans ol 
fre vorld for any defense of Hurope 

It is not clear what would happen 


but there is little doubt what many of the political and union leaders 


those countries in case of war, 


would attempt to bring’ to pas 
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RAF MopERNIZATION—UNITED KINGDOM 


The British Government began a program of expansion and modern- 
ization of the Royal Air Force in 1953. 

The subcommittee was informed that this plan in its entirety was 
beyond the resources of the United Kingdom, and the refore the | nited 


to support a 
oe 


States Government was asked if it would be willing 
portion of it This would be done by filling Lh the finane laud Gelc1wency 
gap through direct budgetary support and offshore procurement of 
certain aircraft and related 
United States Government 

: ] 1] 


re c 1 l . | ] T . + . 
he types OL planes Involved 1n this plan meiudae Haw ker riunter 


7 ae ; ; 
items ihe plan was concurred in DY the 


day fighters, Swift inte eptor day fichter and fighter bombers, the 


Javelin all-weather fighter, the Canberra licht bomber, and three 
types of medium bomb 

The Pentagon decided, however, that United States funds should 
YO Lo the purchase of some of these plans provided hey were 
approved by evaluation teams of the United States Air Fore: 

It is estimated that the fiscal year 1954 portion of this program 
will amount to approximately $260 million fl sum includes $85 
million appropriated last summer for direct budgetary suppor 

Additional funds will be requested for this program for fiscal year 


1955 


SUBSIDY TO COMMERCIAL AVIATION BY UNITED KINGDOM 


In addition to funds expended for the modernization of the Royal 
Air Foree, the British Government also assists in the devel nt 
of its civil aviation in \ The subs Lé d | that 
it 1S 1 possible to t¢ I nt of 1 ! l 
B tish ( | Cy _ I ( 
World I] 

The rime ul rt O ldvane tha ( it 
researe ma ¢ CLOT] el I | 

A OU i a) cl 5 ( i 
ment grants ( S } ~ 

limp I ~ i) LV 
does ne aie} ( } 

It IS no toa B i) ; ce ) ( lop- 
li mnt Ar Op LLIOn S | ( io he I St] 

Aid has been » tl lus 

Direct aid to « ait man ( 
ss S11 to n ) lized a $ 
». Gove nment investment in thre ¢ hes; 
1. Gratis provision of various services, particularly airline 
ope rators 
Direct aid to civil aireraft manufacturers includes contracts for 


purchase of prototypes of specific aircraft; also, assistance for engine 
development 

Operating subsidies to the nationalized airlines are grants allotted 
the aircraft and airline corporations to compensate for excesses of 
expenditures over revenues by reason of the heavy expenses incident 
to developing and introducing new aircraft into scheduled services 
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As to capital investment, the British Government owns the two 
Their capital is raised by Government-underwritten 


major airlines. 
temporary loans or stock issues to the Government. 
Provision of various services by the Government includes providing 
airports, and also varied services 


equipment, maintaining airways, 
required for the conduct of civil aviation. 


DEPENDENTS IN Europ! 


the large number of American troops in Europe, the 
relative to the problem of de- 


In view of 


subcommittee sought information 
At present there are almost 110,000 dependents of United 


pendents 

States personnel in Germany and France 

In addition to the military, this figure includes State Department 
f other agencies 


personne | QO] 
the subcommitt presen 


that under 
{ least 50 percent 


mnel and the I 


flicials informed 


pers 


Military off 
strategic deployment, men in uniform must serve at 
of their service in for ion lands 

stated that if dependents were not with them, 
| tours It the 


‘overseas 1 


These officials 


l 


would be necessary to substantially reduc 
belief that to aeny milit il persol el that most trea 1 American 
pri lege, family life, would strike a damaging blow to service morale 

\1 Lary officials felt any ad ilar SHVII which nicht result from 
dependents not being allowed to accompany military personnel o 

would be more than offset by moral and morale deterioration 

Che subcommittee believes the additional cost resulting from 
continued presence of military dependents in Europe is justified as 
means of maintaining effectiveness in our Armed Forces This effec 
tive smav well be an important stake in our national survival 

Ie ONOMICS 
As a result of the visit of the subcommittee to these five Kurope i 
certain facets and principles stand out clearly. 


countries, 
With United States technical and financial assistance, these coun- 
tries have made substantial progress in economic rehabilitation fol 


lowing World War II 
It was a noble humanitarian action to have given this economic aid. 
beeause otherwise at least 


Also it was wise from a strategie standpoint 
some of the European countries would have fallen internally to com- 


MuUnISMN. 
Continued assistanc e, however, should be predicated on more ¢ le ir- 


cut, specific, and mutual economic advantages. 
Without attempting to predict limits to our economic ability to 
continue such aid, hardheaded bargaining —with benefits to our own 
economy given full consideration —is essential. 
The weaker this economy becomes, as a result of unwise policies at 


home or abroad, the weaker is the whole free world, and regardless of 


any temporary advantage to our friends and allies. 
The following points, therefore, merit emphasis: 
America has contributed billions of dollars to help rebuild such 


| 
basic industries as chemieals, steel, textiles, and aircraft. 

2. These rebuilt industries contribute materially to the economic 
However, these industries 


stability of the countries in question. 
have now become formidable competitors of the same industries in the 
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United States. Our own income has been and is being taxed to 
strengthen this forcign competition 
3. That might be mutually advantageous if these foreign companies 
would compete with us on comparable terms of nonmonopoly and 
nongovernment subsidy that is, as free con petitive companies 

‘Too often this is not the case. Many foreign companies receive 
further aid from their own government, subsidywise, taxwise, and 
cartelwise Qn top ot this the | nited States is ireed Lo lowel Oul 
tariff barriers so as to make it easier for the commodities of thes: 
countries to enter our markets in increased volun 

t. In addition, these countries en plov various devices, such as 
exchange controls, to limit their imports of American-made products 


Often thes use our aid dollars as the means for su] pol of soft-curreney 
deals with other foreign countries 


2. 0 long as the United States continues to TLV ¢ aid abroad, we 
should have some sav about how thre CCONOMIC poli ies of such coun 
tries affect our own industries and our own economy 

6. This Government has encouraged the offshore procurement pro 
Oram Phat program has merit in that it ises Ttoreign resources 
more than our Own and helps maintain employment in OUNnTI 
whi re unemployment fosters the crowth of communisn 

But offshore procurement acts as a form ol United States subsidy 
for foreign products, many of which could be produced by American 
industry already expanded for defense purpos 

i some foreion COUNTIES have bye n increasing thei rate of! dollar 
accumulation, as against spending dollat in the United States 

Quantitvwise, such foreign holdings of dollar and gold balances 
not as vet adverse factors in the economic picture. The significant 


thine is how these dollars are to be used 


{ } 


lf used Lo establish ree convertLbouLts ol CuTreneles and to eum 
nate foreion exchan c controls. the \ could he Very beneficial Wi 


should weich, however, our flow of economic assistance against the 


val 5 
i 


lar balances of the countries in question In this man 


amount of a 
| be more certain that economic assistance from our own 
dwindling stockpile of resources was only being given where abso 
lutely needed. 

All this adds up to something more than mere recognition of either 


( 
her we eouls 


the expense or complexity of our economic relations with friendly 
Kuropean countries 

Most of what has been eranted, loaned, or given in the past has 
been helpful, though often unnecessarily expensive because of haste, 
waste, and failure to trade out foreign aid on a two-way street basis 

But it is not the purpose of this report to dwell on the merits and 
demerits of the past It is hoped these observations may have prac 
tical influence on current and future policy and operations 

It is essential that United States re presentatives bargain with skill 
and experience every time they deal with representatives of foreign 
countries on matters of defense, economic assistance, tariffs, et 

There is no sound reason why this country should not emphasize 
the need for elimination of trade discrimination against United States 
goods, more stabilized currencies, improved markets for our agricul- 
tural surpluses, and elimination of cartels operating to our disad van- 
tage. This does not preclude cooperation with our foreign friends 

But that cooperation should be mutual—and all negotiations incl- 
dent thereto should be on the basis of a two-way street. 
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Autuority To Act IN EvrentT OF AGGRESSION 


The subcommittee examined the question of who had authority 
to set the North Atlantic Treaty Organization forces 1n action in 
event of ageression by an unfriendly power 


[he present machinery to act in the event of aggression is cumber- 


SON« 


The pro edure LO bye followed Is tha Supreme Jhied Command 
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An idea of 1 problem ean be gathered by the fact that after a 
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SUMMARY 


During our visit to these countries, the subcommittee ascertained 
the following: 

As the result of the generosity of the American people, the standard 
of living in Europe is above prewar. 

Industrial production has increased tremendously. 

Great strides have been made in the strengthening of their military 
forces. 

The currencies of many countries have become more stable. 

Inauguration by the United States of its offshore procurement pro- 
gram has now resulted in the establishment of a military production 
base throughout Europe. 

Approximately 70 percent of all offshore procurement contracts are 
for ammunition, aircraft, and ships 

There appears to be unnecessary delay in the placing of offshore 
procurement contracts. For example, by March of this year none of 
the fiscal year 1954 funds had been obligated. 

In the purchase of aircraft, which purchases amount to 20 percent 
of the offshore procurement program, the United States does not 
occupy the normal position of a buyer. 

Overall amounts are first agreed to between this country and the 
foreign vovernment;: then an agreement 1s reached, on a negotiated 
price basis, as to how many planes and/or spare parts will be furnished 
for the sum already decided upon 

Directed procurement contracts place United States procurement 
officers in Europe in a most unfavorable position with respect to 
negotiation, 

In many instances, the percentage of profit allowed in offshore 
procurement contracts is greater than that allowed American firms for 
similar products. 

The contract for the assembly of 50 F-S86K aireraft in Italy ts 
uneconomical; nor does it greatly increase the military production 
base in Europe. 

The potential production capabilities of aircraft plants in Western 
Europe are excellent 

Communist strength in France and Italy is a grave threat to the 
stability of Europe; also to the ratification of the European Defense 
Community 

The largest Jabor unions of both France and Italy are Communist 
dominated. 

American support of the United Kingdom expansion and moderni 
zation of the Royal Air Force constitutes direct budgetary support 
to the United Kingdom 

The presence of military d pendents in Kurope increases the 
effectiveness of our Armed Forces 

The machinery to set the North Atlantic Treaty Organization in 
motion in the event of aggression is cumbersome and unwieldy to 
the point where it might be a forerunner to disaster 
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The French people and their Government are frustrated with the 
Indochina wat Kach day there is mounting sentiment to stop the 
aroon any basis , 
Contrary lo opinion how commonly eCXpre ssed mn Kurope, American 
dollars are not the “ond all and cure all’’ Ol then CCONDOTHIC, military, 


political ills 


RECOMMENDATIONS 


\ thorough and careful reappraisal of foreign aid should be made 
before the American people are asked to contribute further. 

All (American representatives engaged Ith this program should 
realize the resources of this country are not inexhaustible, and that 
the United States Treasury is not a bottomless pit. Hardheaded 
and experienced bargaining must be emploved in all negotiations 
30 that practical benefit will be realized by the United States 

Every effort should be made to induce our North Atlantic Treaty 
Organization partners to place follow-on orders for military items, so 
the military production base established by the United States off 
shore procurement program aoes not later collapse 

There should be a tightening of the administrative operations 
of the various agencies of our Government engaged in these programs 
in Kurope. This would eliminate serious overlapping of functions 
and assure more economical and efficient operation 

Department of Defense officials in the United States should seek 

every way possible to strengthen and comply with the regulations 
relating to contractual profits from offshore procurement. 

Even though many of the offshore procurement contracts are 
rovernment-to-government contracts, care should be taken to Insure 
our procurement offic lals obtaining ade quate cost data At the present 
time, such cost data is not available to our representatives 

Greater consideration should be given to the utilization of competi- 

ve price bidding in the awarding of contracts 

In the licht of the new Spanish eonstruction program, the program 
of airbases in both Kurope and North Afriea should be carefully 
reexamined 

Contracts for standard military items should be substituted for 
sensitive items in those areas where Communists dominate the labor 
unions 

In the future, great care must be exercised in the awarding of off- 
shore procurement contracts to protect the American economy. 





APPENDIXES 


APPENDIX A 





APPENDIX B 


Composition of Senate 





APPENDIX C 


Political composition of French Parliament today 


. 
National * ey Versailles 
Assembly Republic Congress 
Communists 100 16 1l¢ 
Socialists 105 ia) 161 
Radicals 75 64 39 
Union Demeccratique et Socialiste de la Resistance (U DSR 26 6 32 
Mouvement Republicain Populaire (MRI SS 27 11 
Colonial Independents 15 12 27 
ndependents 6 Ll 
Peasants 47 19 tt 
Action Republicaine et Sociale (ARS 4 t 40 
Rassemblement du Peuple Francais (RPF 78 48 126 
No party 4 4 , 
rota} 627 2319 146 


of the Rassemblement des Gauches Republicains (RGR 
UDSR). 

3 The normal complement is 320, but Mr 
placed 


1 There is no Radical group as such in the Council of the Republic, but a group of the democratic left 


70 members, of whom 64 are Radicals 





Sid-Cara, Senator, was elected Deputy and has not been re- 
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